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EFF HATCH-MILLER, Chairman 
NILLIAM A. MUNDELL 
vlIKE GLEASON 
(RISTIN K. MAYES 
3ARRY WONG 

DOCKET NO.-T-02584A-05-0677 
DOCKET NO. T-03 188A-05-0677 

DECISION NO. 

OPINION AND ORDER 

3ATE OF HEARING: August 14,2006 

PLACE OF HEARING: Phoenix, Arizona 

OMINISTRATIVE LAW JUDGE: Yvette B. Kinsey 

4PPEARANCES: Jeffrey W. Crockett and Marcie Montgomery, 
SNELL & WILMER, on behalf of Comtel 
Telcom Assets, LP, Vactec Telecom, Inc., Excel 
Telecommunications, Inc., and Vartec Soluti 
Inc.; and 

en Scott, Staff Attorney, Legal Division, 
on behalf of the Utilities Division of the Arizona 
Corporation Commission. 

BY THE COMMISSION: 

On September 25, 2005, Comtel Telc 

(“VarTec Telcom”), Excel Telecommunications, Inc. (“Excel”) and VarTec Solutions, Inc. (“VarTec 

Solutions”) (collectively “Applicants”) filed with the Arizona Corporation Commission 

(“Commission”) an application for approval of the acquisition of certain of the VarTec companies‘ 

assets by Comtel. 

Solutions, Inc. (collective€y, “the VmTec Companies”) filed Notice of Completion of Customel 
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On August 14, 2006, a full public hearing was held before a duly authorized Administrative 

Law Judge of the Commission at its offices in Phoenix, Arizona. Applicants and Staff appeared 

through counsel and presented evidence and testimony. No members of the public appeared to give 

public comment. 

conclusion of the hearing. 

Pending late-filed exhibits, all matters were taken under advisement at the 

On August 16, 2006, by Procedural Order, the Applicants were directed to file updated, 

audited balance sheets for Comtel on or before August 18, 2006 and a copy of its third party 

settlement agreement with Qwest by August 25, 2006. Additionally, the Applicants were directed to 

docket notice of having submitted the financial information by August 25,2006. 

On August 18,2006 and subsequently on August 22,2006, Applicants filed a Notice of Filing 

of Late-Filed Exhibits. 

On August 23,2006, Applicants filed two letters in this docket. 

On August 25,2006, Staff filed a Memorandum in this docket. 

On September 6,2006, Applicants filed a Response to Staff Memorandum. 

On September 2 1 , 2006, Staff filed a Staff Notice in this docket. 

* * * * * * * * * 

Having considered th cord herein and being fully advised in 

Commission finds, 
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0. T-20423A-05-0677 et al. 

FINDINGS OF FACT 

I 

mthority to provide competitive facilities-based and resold local exchange and exchange access 

telecommunications services in Arizona. 

4. In Commission Decision No. 65470 (December 19,2002) 

3pproval to provide resold interexchange telecommunications services 

based and resold local exchange services. 

cel received Commission 

competitive facilities- 

5. VarTec Solutions, operating under its former corporate name, eMeritus 

Communications, Inc., received Commission authority to provide competitive resold interexchange 

telecommunications services in Decision No. 66640 (December 18,2003). 

6. On November 1, 2004, the V c Companies voluntari 

bankruptcy, and as a part of the bankruptcy process, the VarTec Comp 

purchase agreement with Comtel Investments, LLC (“Comtel Investment 

the Court on July 27,2005. On August 1,2005, Comtel Investments, 

same parties who own and control Comtel, assigned its rights 

is wholly owned by the 

purchase agreement to Comtel. The asset purchase agreement was executed on July 25, 2005, and 

I 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

~ 17 

18 

19 

2c 

21 

22 

23 

24 

25 

2c 

27 

28 

I 
~ 

11. On August 14,2006, 

12. 

tor the following: 

11 public hearing was held as scheduled. 

At hearing, Comtel’s witness indicated 

a. To transfer VarTec’s customer 

VarTec’s CC&N in Arizona; 

A CC&N to provide statewide competitive resold local exchange and access 

services, statewide competitive resold interexchange services, statewide 

competitive facilities-based and local services and acce 

To adopt the existing tariffs on file for VarTec companies, which include 

b. 

VarTec Solutio and Excel, by changing the name on the 

existing tariff to reflect current ownership by Comtel; 

d. To transfer the existing performance bonds required to be in place for the 

VarTec companies to Comtel in the amount of $135,000 and authority to 

cancel any excess bonds that are in place; 

To operate under the trade names of VarTec Telcom, VarTec Solutions, Excel 

Telecommunications and Clear Choice Communications, as 

Telcom; and 

To waive the Slamming and Cr 

e. 

ing rules for this tran 

13. Staff recommends 

S:\YKinsey\Telecom\Order\OSO677.doc 
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is more financially stable than VarTec and the addition of the provision would discourage 

entrepreneurs from investing in further deals such as this one. (Tr. Pg. 32, lines 1-25 and Pg. 33, lines 
I 

1-24) 

Comtel’s witness further testified that the company has received Commission approval 

in 49 states and the District of Columbia and those Commissions have not required a 90-day opt out 

requirement. Additionally, Comtel’s witness stated that its residential local and long distance 

customers are month-to-month and do not have contracts and are free to terminate service 

time. However, the witness te that approximately 327 business and 133 wireless cu 

could be affected by Staffs rec dation. (Tr. Pg. 34 lines 1-25) 

witness indicated at hearing that the basis for Staffs 

rs the ability to choose who recommendation was to give custo 

and not by default through a transfer of customer base. 

18. In response to the company’s assertion that the 90-d 

deterrent to future investors, Staff pointed out that buyers usual1 

purchasing assets such as this one, the potential loss of custome 
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reported assets of $43.5 million and 

was to pay the seller $40.5 million. 

ing, the partnership 

23. By Procedural Order on August 16,20 

audited balance sheets for Comtel and to docket not st 23, 2006, Comtel 

Assets Corporation, stating that because Co 

the general and limited partners for Comtel, are not engaged in business activities, they 

produce financial statements and that the companies “simply act 

company, Comtel”. 

Commodity Partners Fund III LP (“Sowood”) is privately held, and th 

private and therefore Comtel does not have access to them. 

partners for the operational 

Applicants also stated that the majority shareholder of Comtel, Sowood 

nancial statements are 

24. In its post hearing filings, the Applicant docketed updated unaudited financial 

statements for Comtel Telcom Assets, L.P., for the period of July 2005 through June 30, 2006. 

Comtel’s balance sheet statement shows total assets of $105,650 and partner’s capital of $36,740, 

with total assets of $108,725. The post hearing filing reflects the acquisition of the assets of VarTec 

Telecom, Inc., VarTec Solutions, Inc., and Excel Telecommunications, Inc. 

25. On September 21, 2006, Staff filed a Notice stating that based on Comtel’s updated 

balance sheets, Staff believes Comtel has the financial stability to provide telecommunications 

service in Arizona. I 
The Commission’s bond requirements are $10, 

for resold local exc 0,000 for facilities-b 

lecom\Order\050677.doc 
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DOCKET NO. T-20423A-05-0677 et al. 

via first class mail of the acquisition of VarTec assets by Co 

services. Staff concluded that because VarTec’s notice informed customers that the rates, terms and 

conditions of service would not change as a result of the transfer of assets and informed customers 

that they may subscribe to a telecommunications service provider of their choice, St 

Commission’s Slamming and Cramming rules should be waived for this transaction. 

( 

28. At hearing, Comtel’s witness testified that Comtel began doing business on June 7, 

2006, in 49 states and the District of Columbia and that Comtel and Qwest have executed the Qwest 

Platform Master Service Agreement. (Tr. Pg. 21 lines 9-16) 

29. Comtel’s witness indicated that she believed it was the intent of the company’s 

shareholders to grow both the commercial and residential side of the telecommunicati 

Arizona and that they intended t na. (Tr. Pg. 64, lines 

65 lines 1-1 6) 

Staff recommends the cancellation of the VarTec companies’ CC 

telecommunications services in the Stat 

Commission’s Slamming and Crammin 

f Arizona and approval of Comtel’s re 

les for this transaction. 

3 1. Staff further recommends: 
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mission of the telephone number at no charge; 
I 

(g) That Ap st Call Return service that will not return calls to 

telephone numbers that the privacy indicator activated; and 

That the Commission authorize Appli (h) discount its rates and service 

ginal cost of providing the services. 

that Applicant comply with the following items and if 

4pplicant fails to do so, the Applicant’s CC&N shall be considered null and void after due process. 

f i e  Applicant shall: 

32. Staff 

performance bond equal to $13 5,000. The minimum bond amoun 

$135,000 should be increased if at any time it would be insufficient to cover 

advances, deposits, andor prepayments collected from the Applicant’s 

The bond amount should be increased in increments of $67,500. 

This increase should occur when the total amount of the advances, deposits, 

and prepayments is within $13,500 on the bond amount. 

Docket proof of the performance bond, as a compliance item in this docket, 

within 365 days of the effective date of an Order in this matter or 30 days prior 

to the provision of service, whichever comes first, The performance bond 

must remain in effect until further order of the Commission. 

(b) 

(c) If at so e the Applicant doe 

i:\YKinsey\Telecom\Order\O 8 
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irrevocable sight draft Letter of Credit in the amount of $135,000. 

CONCLUSIONS OF LAW 

are public service corporations 

4rizona Constitution and A. R. S. $3 40-281 and 40-282. 

2. The Commission has jurisdiction over the Applicants and the subject matter of the 

ipplication. 

3. 

4. 

5 .  

Notice of the application was given in accordance with the law. 

Acquisition of VarTec Companies’ assets by Comtel is in the public interest. 

The cancellation of the VarTec companies’ CC&Ns to provide telecommunications 

services and the waiver of the Commission’s Slamming and Cramming rules in regards to this 

xansaction is in the public interest. 

6. 

ng resold and facilities based local exc 

Comtel is a fit and pro 

7. Staffs recommendations, as set forth above, are reasonable and should be adopte 

:xcept as provided in Finding of Fact No. 33. 
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collect advances, deposits and/or prepayments from its customers, Comtel Telcom Assets LP, shall 

file a request for cancellation of its established performance bond or irrevocable sight draft Letter of 

Credit regarding its resold services and such request shall reference the Decision in this docket and 

must explain Comtel Telcom Assets LP’s plans for canceling those portions of the bond or Letter of 

Credit. 

IT IS FURTHER ORDERED that Comtel Telcom Assets LP, shall be granted 

waiver of the Commission’s Slamming and Cramming rules, pursuant to A.A.C R14-2-1901 et seq., 

for the purposes of transferring customers as a result of this transaction. 

ORDERED that Comtel Telcom Assets LP 
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Director of the Arizona Corporation Commission, have 
hereunto set my hand and caused the official seal of the 
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